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268 CALIFORNIA LAW REVIEW 

right, on sixty days' notice, to withdraw from the corporation, and to 
receive upon surrender of his stock the amount paid therefor, was in 
violation of Section 309.* The court thought that to allow the stock- 
holder to take advantage of the by-law would amount to a withdrawal 
of the capital stock. Wherein does the principal case differ? The 
agreement in the Schulte case was in the form of an agreement to re- 
purchase rather than a conditional sale. The corporation, in words, 
promises to re-purchase, and, it is submitted, the effect of that promise 
is to make it a distinct transaction. The re-purchase is not conditioned 
upon any term such as, "if the purchaser be not satisfied with his in- 
vestment." ^ It imports rather that, when the shareholder is ready 
to sell, the corporation will purchase at par value. 

The opinion of the court clearly excepts the case where the rights 
of creditors are involved. But is the code section not also designed for 
the protection of shareholders where such a contract would be for the 
benefit of a single stockholder and thereby reduce the assets on distrib- 
ution? The court admits the shareholder's right to show fraud in such 
a transaction. If a few stockholders buy stock on such contracts, is it 
not a hardship on the others, and if all or nearly all the shareholders 
have such contracts, is the situation not the same as in the case above 
where the by-law gave the shareholders the right to get their money 
back? As between the parties to the bargain, it is undoubtedly fair to 
hold them to their promises, but did not the code section intend to look 
behind the entity for the protection of the body of stockholders? 

M. C. L. 



Corporations — Right of Inspection of Corporations — Property by 
Stockholder. — What appears to be a new development of the common 
law has been announced in a recent decision by the Supreme Court 
of the State of California.'^ Under the plain provisions of our Civil 
Code,^ the court sustained the contention of the plaintiff, a stockholder 
in an Arizona mining corporation, for the right of inspection of the 
mining property. 

The interesting point, however, arises in the discussion by the court 
of the general rights of inspection of stockholders. After discussing 
the common law right of inspection of corporate books, papers, and 
records, the court states that tlie "common law rule, in our opinion, 
extends to the corporate property as fully as to the books." 



*Vercoutere v. Golden State L. Co. (1897), 116 Cal. 410, 48 Pac. 375. 
5 Ophir Mines Co. v. Brynteson (1906), 143 Fed. 829. 

1 Hobbs V. The Tom Reed etc. Co. et al. (January 24, 1913), 45 Cal. 
Dec. 87. 

2 Civil Code of California, Sec. 589. 
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The text writers ^ and other authorities * seem to agree on the right 
of inspection by a stockholder of the corporate books, papers, and 
records, but apparently none extend the right so as to include inspec- 
tion of other corporate property. It should be noted, moreover, that 
the more extended right is expressly conferred by the Civil Code only 
in the case of mining corporations.^ 

The reasons upon which the lesser right is based and the principles 
governing its enjoyment, should, it would seem, justify the greater as 
well. Particularly is this true in the case of mining companies where 
an actual inspection of the mine itself is frequently the only way in 
which a stockholder is able to get the information necessary to enable 
him to learn the condition of the mine and the nature of his interest 
therein. In the words of the court, "It would indeed be a strange rule 
which would allow the stockholders to examine the books of the cor- 
poration to ascertain its condition and deny him an inspection of the 
property to verify the statements contained in the books." The court 
points out that the common law rules governing the enjoyment of the 
lesser right of inspection would also govern the application of the 
greater. E. G. C. 

Courts— Jurisdiction — Interstate Commerce Act. — The District Court 
of Appeal of California for the First Appellate District, in a recent 
case ^ holds that the State courts may entertain jurisdiction of suits for 
damages under the so-called "Carmack Amendment" ^ to the Interstate 
Commerce Act,^ casting upon the initial carrier primary responsibility 
for loss or damage to goods while in transit. 

Although this section was engrafted on the Interstate Commerce 
Act, an action predicated upon it must be distinguished from an action 
arising out of the general provisions of the Act. By Sections 8 and 9 of 
the Interstate Commerce Act all proceedings in which damages are 
sought on account of unreasonable or discriminatory rates, regulations, 
or practices by persons or corporations engaged in intecstate commerce, 
are to be brought before the Interstate Commerce Commission or the 
United States Circuit Courts. But the alternate right conferred in ex- 
press terms by the statute to bring such suits in the federal courts was 



^ Cook on Corporations (4th ed.). Sec. 511; 4 Thompson on Corpor- 
ations (2nd ed.). Sec. 4575, et seq.; Clark and Marshall on Private Cor- 
porations, Sec. 530 (1st ed.). 

* Johnson v. Langdon (1892), 135 Cal. 624, 87 Am. St. Rep. 156, 67 
Pac. 1050; Ranger v. Champion Cotton Press Co. (1892), 51 Fed. 61, 
Rex V. Merchant Tailors Co. (1831), 2 B. and Ad. 115. 

5 Civil Code, Sec. 589. 

iQlcovich v. Grand Trunk Ry. Co. (Nov. 14, 1912), IS Cal. App 
Dec. 631, 129 Pac. 290. 

234 Stat. 384; U. S. Comp. St. Supp. 1907, p. 892; Fed. Stat. Ann. 
Supp., 1909, p. 273. 

''Interstate Commerce Act (1887), 24 Stat. 379; U. S. Comp. St. 
(1901), p. 3154. 



